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CHAPTER I
INTRODUCTION

I
• *V

CHAPTER I
INTRODUCTION

Security in old age is an ideal widely accepted today.
It is human nature that most men want to be able to look for¬
ward to old age with assurance that they will have a reason¬
able income when their working days are over.

It is not in

conformity with twentieth century civilization that a substan¬
tial portion of our population should end a life of labor with
nothing for the remaining years .

The fear of such an outcome

is an important cause of inefficiency and unrest among the
average working men.
Basic Purpose of a Retirement Plan — The basic purpose
of any retirement plan is to provide security for all employ¬
ees commensurate with the service they are rendering or expect
to render for their employers.
living and the high tax costs,

With the increasing cost of
it becomes more and more diffi¬

cult to lay aside sufficient funds to permit a satisfactory
standard of living for the declining years.

The retirement of

superannuated employees is an important factor in creating
healthy group morale,

loyalty, and a lasting goodwill both a-

mong employees who are approaching retirement age and younger
employees who aspire to positions of greater responsibility.
For many, the Federal Social Security Act of 1935 (which be¬
came effective in 1937) has assured a “floor of security11 on
retirement.

And the new Federal Social Security Law of 195^

has increased considerably the benefits to be derived.
But teachers have been and still are excluded from the

- 3 benefits of the program.

The National Education Association

advised teacher groups to work for exclusion in this new bill
for the following reasons: - l) most teachers could not afford
the 2, 3, or 5# deductions provided for in the bill for social
security in addition to the amount deducted for the state re¬
tirement plan, and 2) in all probability, the state would re¬
fuse to match the employees' payments to the federal govern¬
ment in addition to the amount required to underwrite the re¬
tirement plan.

Hence, the result of Inclusion would have been

apt to result in curtailment or termination of the state re¬
tirement systems for teachers.

The bill (SI669) passed the

Senate in 195° and became law with an amendment which stated
in substance that all public employees in positions covered by
a retirement system should be excluded from the benefits of
the Social Security Act.^
Definition of Teachers' Retirement System — A Teachers'
Retirement System is a businesslike proposition in which the
state and the teacher contribute to a fund to provide an as¬
sured, though modest, life Income for the teacher who has giv¬
en his best service to the state and who fulfills minimal re¬
tirement qualifications, or who remains in service until such
time as he becomes incompetent because of advanced age or dla-

(l) NEA Research Division, "The New Social-Security Law".
NEA Journal
(October 1950) XXXIX p. 506

-

ability.

h

-
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In addition to the above, which is called the Joint-con¬
tributory type, there may be the pension type in which the
teacher contributes nothing but the state provides a pension
when the teacher reaches retirement age or becomes disquali¬
fied because of disability.
In the case of the Joint-contributory type, there are
two parts to the retirement income: - the annuity and the pen¬
sion.

The annuity is paid from the money contributed by the

teacher plus accumulated interest.

The pension is the payment

for life derived from the contributions made by the state.
Some states use the Pay-As-You-Go or Cash Disbursement Plan
in which the state pays its share of the retirement allowance
as it becomes due.

The other method is known as the Actuari

ial Reserve Plan and provides that the state, as well as the
teacher, make its contribution during the time the teacher is
rendering service.
Brief History of State Retirement Plans for Teachers in
the United States: — So much then is being done and said about security for old age today that we have become very
rt security-conscious1* .
States are concerned,

As far as teachers in the United
it is not a new concept at all.

As

long ago as 1887 some of the large cities inaugurated mutual

(2) Retirement Board, Know Your Retirement System.
nectlcut Teacher Retirement System Bulletin (19^6) p.7

Con

- 5 health associations to provide for the aged and infirm.

The

first voluntary statewide old-age plan was established in New
Jersey in 1896.

After 1900 considerable interest was aroused

with greater activity between 1913 and 1915, resulting in the
establishment of thirteen statewide teacher retirement sys¬
tems .

By 1937 two-thirds of our teachers in the United States

were protected by local or state pensions.

3

In 1946 all states except Idaho provided some system of
retirement for their teachers.

Rhode Island was operating a

straight pension plan in which the necessary money was appro¬
priated only as needed.

The “emeritus employment plan** of

New Mexico was similar to a pension plan in that the member
did not contribute to the fund.

It differed in that the ben¬

eficiaries were subject to call by their former employers for
any service within their capabilities.

Iowa enacted in 1945

an “old age survivor and Insurance system1* modeled upon the
Federal Social Security Act.

4

The other forty-four states

have similar forms of a Joint-contributory retirement system
for teachers.
As the years go by there are changes in the retirement

(3) NEA Research Division, “Statistics of State and Local
Teacher Retirement Systems, 1943-44** . NEA Research Bulletin
XXIII (April 1945) p• 28
(4) NEA Research Division and National Council on Teacher
Retirement, Statutory Provisions for Statewide Systems.
NEA
Research Bulletin (January 1946) p. 5ft

-
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-

laws and Just since 1946 there have been amendments to the
laws in most of the states.'*

Idaho now has a statewide Joint-

contributory retirement system established in 1946.

In 1948

Rhode Island passed a law to cover teachers under the state
employees'

retirement system and several states changed the

allowable contribution which will raise the life income to be
anticipated.

Maine, New Hampshire, Vermont, and Washington

have rewritten their retirement laws comoletely.

In 1945

Delaware enacted a Joint-contributory law which was to become
effective July 1, 1947 but, before that date,
changed it to a straight pension plan.

the legislature

In addition to the

state plans about fifty cities and counties have local re¬
tirement plans of some tyre.
Teacher Retirement Plans in the New England States —
/

Turning to consideration of the nlans of the six New England
states we find that Massachusetts has the oldest of the Jointcontributory systems, established in 1914.

There have been

many changes and amendments, the last November 9, 1949*
later ones have included:

The

l) a change in the contribution

from public funds formerly to be at least

greater each

year and now left to the discretion of the Commissioner of
Insurance, a) an extension of the scope of out-of-state ser¬
vice to include “any member of any other contributory system

(5) NEA Research Division and National Council on Teacher
Retirement, Statutory Provisions for Statewide Retirement
Systems .
NEA Research Supplement (May 1948)
pp. 5-0

- 7 who Is employed In the department of education as supervisor
of teachers or of educational methods in a school or college,M
and 3) any member of any retirement system may get prior
governmental service up to twenty years.^

Boston teachers

do not have to contribute to the state plan because the city
has a Joint-contributory retirement plan of its own.
In 1917 Connecticut enacted her retirement law which es¬
tablished a Joint-contributory system.
is 19^9.

The latest revision

In the 19^6 revision membership was reopened to

those who, although eligible, had not elected to Join pre¬
viously but for these members at least two years of service
is required before retirement for superannuation and five
year's service before retirement for disability.

Also the

allowance of a teacher retired prior to October 1, 19^3 was
«
7
raised $10.00 permonth.
In New Hampshire, whose plan dates back to 1937, a Spec¬
ial Session of the General Court in 1950 enacted a teacher re¬
tirement law which establishes a system which provides bene¬
fits similar to those of the neighboring states, particularly
Maine and Vermont.

This system went into effect with the

opening of the I95O-I95I school year and marks “an era which
promises to be of great personal and professional opportunity

(6) NEA Research Division and National Council on Teacher
Retirement, op. cit.
pp. 10-11
(7) Ibid.

pp. 9, 10 and 12

for the teachers of New Hampshire11 .

Not only the state but

the Individual school district joins the teacher in making
adequate provision for the old age of the teacher.
The system established in 1919 on a voluntary basis in
Vermont was financially unable to make adequate provision for
retirement pay.

In the 1947 legislature a new State Teachers

Retirement System of Vermont was set up which offers a plan
whereby the state Joins the teacher in making provision for
old age and protection in case of disability.

This became

effective July 1, 1947.
By action of the 1947 legislature the laws relating to
the old “Non-Contributory Teachers' Plan“ and the "Maine
Teachers' Retirement Association" were repealed and all the
teachers in the public schools in Maine were placed under the
provisions of the General State Retirement Plan.
became effective as of July 1, 19^7.

This law

Certain features of

the old guaranteed minimum retirement benefits of the "NonContributory Teachers' Plan" are still in effect?- namely,
$400, $500, and $600 per year for teachers who have completed
25, 30, and 35 years respectively of creditable service but
the 1949 legislature raised each amount by $100, which is in
the revision of 1950.

For former "Maine Teachers' Retirement

Association" members, the requirement that they must have

(8) Board of Trustees New Hampshire Teachers Retirement
System, Handbook of Information
(195^) P* ^

- 9 taught and contributed for a minimum of thirty years in order
to stop teaching before 60 is still in force.

Retirement

benefits will not be oaid until 60 is reached, however.^
As mentioned earlier the 1948 legislature in Rhode Is¬
land amended the Pension and Retirement System for state em¬
ployees to provide a statewide retirement system for school
teachers of the several cities and towns of the state.

Some

Rhode Island teachers were members of the retirement system
of the city of Providence or of the public school teachers'
retirement system of the city of Newoort.

The amended law

provides that these teachers cease to be members of these
systems but must Join the state system.

They were permitted

either to withdraw their accumulated contributions as of
September 3°» 1949 or to leave them at 2% interest until
/

withdrawal from service.

Also the amount of the reserve held

in the tension fund as a result of pension contributions of
the cltv is to be determined as of September 3°, 1949 and in¬
creased by Interest until retirement or withdrawal from ser10
vice by the teacher.
Further Reasons for a Retirement Plan for Teachers —• As
stated earlier the basic purpose of a retirement plan is to

(9) Board of Trustees of Employees' Retirement System of
the State of Maine, Informational Handbook.
(19^7) and Law
Relating to Above System (1950J
(l) Board of Trustees of the Employees' Retirement
System of the State of Rhode Island, Handbook of Information.
(July 1948)
pp. 34-35
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provide a sense of security to all employees and also to in¬
crease employee morale, loyalty, and goodwill, thus tying the
employee closer to the organization.

There are also other

reasons why a good retirement plan for teachers is a profit¬
able investment for the community whether provided by the
community or the state.

Since education is a state function

and the retirement of teachers is a part of the educational
program, a system properly administered and properly financed
by the state provides the school pupils with the best pos¬
sible education for the money spent by attracting competent
educators as well as younger and more efficient teachers to
the profession; by retaining the good teachers until they
qualify for retirement or until their efficiency is lessened
by permanent disability; and by providing teachers with a
retirement income for which both they and the public have been
saving during the years in which service was rendered.

A

good state retirement plan for teachers aids the community by
reducing the turn-over in personnel; by removing the chance
that superannuated and disabled teachers may become financi¬
ally dependent upon the communities; and by making employment
in the school attractive to the prospective teacher.

If a

teacher remains in service after his efficiency has declined
the pupils suffer from poor instruction and the community has
lost because it has paid for something the school and the
pupils in the school do not receive.

Thus the public saves

money and the taxes are reduced when a sound retirement

11

system for teachers exists.
The Brattleboro Plan — From September 1, 1946 to
March 1, 1950 there was in existence in Brattleboro, Vermont
an Employees' Retirement System of the Brattleboro Town
School District, hereinafter referred to as the Brattleboro
Plan.

During the time it was in operation it was felt by

the Brattleboro teachers that it pointed to the schools as a
"good place to teach" - a place where the administrators were
genuinely interested in the continuing welfare as well as the
immediate capacity of the teachers.
Conclusion — It is the nurnose of this thesis-problem
to bring out in the form of questions the necessary and sat¬
isfactory standards or criteria for a well-rounded, adequate,
and adaptable teachers'

retirement nlan.

Each question will
1

be answered by reference to the plans of the six New England
states and,

in addition, there will be some references to the

Brattleboro Plan which is now discontinued.

Insofar as is

feasible the data will be given in tabular form and followed
by discussion and explanation.

In the concluding chanter it

is planned to select from these various systems the features
which will form a teachers' retirement system as nearly ideal
T

as possible.
Definitions of Terms — The terminology of the various
systems under consideration varies somewhat so that the terms
used here may not,

in each case, be those used in the laws.

It will, therefore, be necessary to keep in mind the following

12
definitions as used in this oarer.
“Retirement System11 or “system11

shall mean the teachers'

retirement system of the state under consideration.
“Retirement Board" or “Board"

shall mean the group auth¬

orized by the Statute of each state to administer the system.
“Member" shall mean any person who is included in the
system and who contributes to it.
"Membership Service" shall mean service as an employee
while a member of the system.
“Prior Service" shall mean service rendered prior to
the date of operation of the present system in each state.
"Creditable Service" shall mean prior service plus mem¬
bership service.
"Accumulated Contributions"

shall mean the amount coni

trlbuted by each individual member plus the interest credits.
"Average Final Compensation"

shall mean the average

salary for the last five years or ten years as the case may
be in each state.
"Annuity" shall mean the annual payments for life de¬
rived from the accumulated contributions of a member.
"Pension" shall mean the annual payments for life for a
member derived from money provided by the state.
"Retirement Allowance" shall mean the sum of the annuity
and the pension.
The masculine pronoun wherever used shall include the
feminine pronoun also.

CHAPTER II
ELIGIBILITY

CHAPTER II
ELIGIBILITY
WHO IS ELIGIBLE FOR MEMBERSHIP?

Table I shows considerable variation among the six New
England states in the type of position covered by the term
“teacher*1

in the retirement laws.

Table I
Types of Positions Covered by Retirement Laws

Tyre of Position

Public Schools
Instructional Staff
(classroom teachers,
special teachers^
supervisors, prin¬
cipals )
Local Superintendents
School Librarians
School Nurses
Attendance Officers
Clerical Employees
Custodial Employees
Public Institutions of
Higher Learning
Instructional Staff
Administrators
State Employees
dounty Superintendents
State Superintendents
State Department of Edu¬
cation Staff Members
Employees of Retirement
System
Employees of State
Schools for Special
Instruction1^

State in which Position is Covered

Conn.

Me .

x1

X2

X6

X
X
X

Mass.
3

-

X

—

-

X
X
X
X
X
X

x9

x10

X

_8
—

X

-

—

X

X

X

X
X

N.H.
4

R.I.
x

x^

x_

X

X

X?

-

—

—

-

-

—
X
—

-

-

-

X11
X

x12

—

X

X

-

X

.
-

-

_

X
X

Vt.

_

—

X

Explanation of Numbers on Above Table —
1. Substitute teachers who are paid on an annual basis are in¬
cluded .
2. This includes a teacher in any school supported at least
3/5 by state or town appropriations.
3. Teachers in the city of Boston are excluded unless such
teacher was employed by the city of Boston on September 1,
1923 and was then a member of the Teachers' Retirement
System.

b. Teachers in public academies are covered if the tuition
of more than 60% of the pupils is paid by a public school
district.
5. Public School includes any non-sectarian private school
which serves as a high school for the town or city in
which the same is located, provided such school is not
operated for personal profit.
6. If the librarian is a teaching librarian.
7. If the librarian is a certified teacher.
8. School nurse is excluded unless she is also a teacher of
physical health and bodily development.
9. University of Connecticut is excluded.
Administrators also.

This applies to

10. Teachers colleges and normal schools only are included.
This applies to Administrators also.
11. This includes both Instructors and Administrators in Rhode
Island College of Education and Rhode Island State Col¬
lege .
12. This includes only teacher-training institutions controlled
by the State Board of Education and supported wholly by
the state.
Both Instructors and Administrators are cover¬
ed .
13. This includes schools for the deaf and blind and all cor¬
rectional institutions.
Discussion of the Above Table — This table shows that
Massachusetts has coverage for more types of employment in

-

16

-

the schools than the other New England states.

It may be,

however, that some of the state employees in the other
states, such as the State Superintendent or Commissioner are
covered by the Retirement System for State Employees instead
of under the Teachers* Retirement System.

The majority of

the schools in these states have teachers who do the work of
the librarian and hence are covered as teachers.
bability,

In all pro¬

in most schools, the attendance officers are tea¬

chers also but the laws do not give this information.
Brattleboro Plan — The Employees' Retirement System of
the Brattleboro Town School District covered the school
physician, the secretaries, and the Janitors in addition to
the employees covered by the Vermont State System.

Since

these groups were not covered by Federal Social Security it
was a disappointment to them when the Brattleboro Plan was
terminated in March 1, 195°•

However, as of January 1, 1951

they are covered by the new Federal Social Security Law.
From the table it is noted that clerical and custodial em¬
ployees are covered in Massachusetts and clerical employees
in Maine.
Type of Membership — Another phase of the membership
question has to do with the voluntary or compulsory nature.
Most systems are compulsory for new teachers employed after
enactment of the law, or after a specified date, and volun¬
tary for teachers employed at the time of or within a speci¬
fied time prior to enactment.

- 17 Connecticut follows this clan with compulsory membership
for all teachers who enter the r>ublic school teaching profes¬
sion of the state for the first time after July 1, 1917.
Membership 1r voluntary for all teachers who entered Connec¬
ticut public school teaching before June 30,

1917.

These

teachers may Join the association at any time but, by a
ruling of the Attorney General of Connecticut, a voluntary
member may not withdraw from the System while still teaching.1
The Vermont System is voluntary for all teachers in
service before June 3C, 19^7 •

In order to receive credit

for prior service such teacher had to Join within one year
from July 1, 19^7, the date of the establishment of the
system.

Membership is comoulsory for all teachers engaged

after June JO, 19^7 unless such teacher, as a condition of
employment, must Join a local contributory system.

This pro¬

vision was out in the law because of the comoulsory contribu¬
tory systems then in operation in Brattleboro and Rutland.
Rutland still has the local system but the Brattleboro
system, which went into operation Seotember 1, 19^6, became
voluntary as of September 1, 19^7.

At that time the teachers

were given permission to withdraw if desired.

Nearly 50%

withdrew and their contributions plus 2% interest were re¬
turned to them.

With two excentions all Brattleboro teachers

(l) Retirement Board, Know Your Retirement System.
Con
necticut Teacher Retirement System Bulletin
(19^6) p. 11

- 18 -

joined the state system; - one of these two is a member of no
retirement system and the other remained in the Brattleboro
Plan only.

Since the discontinuance of the Brattleboro Plan

he has Joined the state system but, of course,

lost his prior

service credit.
In New Hampshire the provisions are the same: - membershin is voluntary for those teachers already in service July
1, 195°, the date of establishment, and comnulsory for any
nerson who becomes a teacher after that date.

There is one

unusual provision in the New Hampshire law in regard to mem¬
bership which states "The board of trustees may,

in its dis¬

cretion, accent as members any class of teachers whose com¬
pensation is only partly paid by the state or school district
or who are serving on a temnorary basis or other than per
annum basis, and it may also, in its discretion, make option¬
al with teachers in any such class their individual entrance
into membership."

2

Membership in the Maine System is compulsory for all
teachers whether employed prior to July 1, 19^7 or not.
other words,

In

it is compulsory for every teacher in Maine who

is eligible to the benefits under the Act.
In Rhode Island membership is required not only for all
nersons who became teachers on or after the date of establish'
ment, July 1, 19^9, but also is comnulsory for all teachers

(2) Board of Trustees New Hamnshire Teachers Retirement
System, Handbook of Information.
(195°) PP. 17-18

- 19 already in service.

Newport's teachers were covered by the

public school teachers'

retirement system of the city of New¬

port and the Providence teachers were included in the employ¬
ees'

retirement system of the city of Providence, as stated

in the first chapter.

By the Act of 19^8 in which the legis¬

lature established the statewide retirement system for school
teachers as a part of the Pension and Retirement System of
State Employees, the Newport and Providence teachers ceased
to be members of the above city systems but must Join the
state system.
In Massachusetts membership in the teachers' retirement
system is required of all teachers employed on a full-time
basis who enter the service for the first time or who re¬
enter the service as full-time teachers irrespective of form¬
er membership unless such teacher is age 55 or over on becom¬
ing an employee and has never been a member of a contribu¬
tory retirement system established under the laws of Massa¬
chusetts.

Under these circumstances he is excluded from

membership, with one exception.

If a woman terminated her

service for the last time prior to July 1, 191^ on account of
marriage and reenters active service as a teacher, before
attaining age 65, on a basis of at least half-time, she is
required to be a member of the retirement system.

Also ex¬

cluded are the following;- l) former members who re-enter
service after the end of the month in which 68 is reached, and
2) former members who re-enter at 55 or over but under 68 who

20

do not reray within five years from the date of reemployment,
either in one sum or in installments, the amount of their ac¬
cumulated contributions withdrawn at the time of resignation
ulus interest.

For all other teachers membership is volun¬

tary as of November 9, 19^9*

/

CHAPTER III
CONTRIBUTIONS

CHAPTER III
CONTRIBUTIONS
WHAT ANNUAL CONTRIBUTION IS A MEMBER REQUIRED TO PAY?
Further Questions — Included In this question of con¬
tributions are several related questions for which the answers
will be found either in the following tables or in the dis¬
cussion in the chapter.
1) Is a cost-of-living adjustment or bonus consid¬
ered part of the annual salary?
2) Is pay for extra duties considered part of the
annual salary?

3) Are these annual contributions credited to the
account of the individual teacher?
4) Is interest credited regularly?

If so, at what

rate?

,

5) How is the contribution collected and to whom
is it paid?
6) Does a member who has reached retirement age but
remains in service continue to contribute?
Collection of the Contributions — Contributions in each
of the six New England states are made through payroll de¬
ductions paid to the retirement board and each of the states
establishes an individual account for the teachers similar to
a savings account, called the annuity savings fund.

Interest

*

is credited annually to these accounts except in Rhode Island
where no interest is paid on any contribution made by mem-

- 23 bers after July 1, 19^7.
ation in the rates.

In the other states there Is vari¬

The present rates are Included in Table

II, which follows:

Table II
Contributions by Members

State

Ain't based
on annual
salary

Inclusion of
cost-of-living bonus

Inclusion of
pay for ex¬
tra duties

Last reported
interest
rate

Conn.

5*

yes

—

2 3/M

Maine

5%

—

—

3%

Mass .

5%

yes

no

3%

yes

yes

3%

yes

yes

none

—

—

3%

N .H.

actuarial
method

l

5%

R.I.
Vt.

actuarial
method

Tables III and IV show the percentage of contribution
based on the actuarial method used in New Hampshire and Ver¬
mont, respectively.

Contribution rates are based on the mem¬

ber^ age on his last birthday prior to the date of establish¬
ment of the system or on the date of employment for a new
teacher.

This percentage does not change from year to year.

Interest Credits -- In Massachusetts the interest is
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Table III
Percentages of Contribution in New Hampshire

If you enter
age

20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

43
44

45
46
47
48

49
50
51
52
53

54

55
56
57

58
59

Men will pay

5 >7*
5.47
5.47
5.4?
5.48

5 >9
5.52
5.53
5.55

5.58
5.60
5 .64

5.67
5.72

5.76
5.80
5.85
5.90
5.95
6.01
6 .06

6.12
6.18
6.24
6.31
6.37
6.44

6.50
6.57
6 .64

6.71
6.78

6.85
6.93
7.00
7.08
7.16
7.23
7.31
7.38

Women will

6.03#
6.05
6.07
6.09
6.11
6.13
6.16
6.19
6.23
6.26
6.31
6.35
6.39
6 .44
6.48

6.53
6.59
6 .64

6.69
6.75
6.82
6.87

6.95
7.02

7.09
7.17
7.23
7.31
7.39

7.47
7.56
7.65
7.73
7.82
7.91
8.01
8.11
8.21

8.31
8.41
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Table IV
Percentages of Contribution in Vermont

If you enter
at age
20
21

22
23
24
25
26
27

28
29
30
31
32

Men will pay

5.38*
5.5*+
5.70
5.86

6.02
6.18
6.20
6.22
6.24

6.27
6.30
6.3*+

6.38
6.42
6.4?

35
36
37
38
39
40

45
46
47
48

49
50
51
52
53

54
55

56
57
58
59

6.52
6.57

6.63
6.69
6.75
6.81
6.88
6.95
7.02
7.09
7.16
7.23
7.30
7.38
7.46
7.5*+
7.62
7.70
7.78
7.86
7.95
8.04
8.13
8.22
8.3O

Women will pay

5-93*
6.12

6.32
6.51
6.70
6.89

6.92
6.96
7.00
7.04
7.08
7.13
7.18
7.23
7.28
7.3*+
7.40
7.46
7.52
7.59
7.66
7.73
7.81
7.89
7.97

8.05
8.13
8.22

8.31
8.40
8.49
8.59
8.69
8.79

8.89
9.00
9.11
9.22
9.3*+
9.46

-
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credited yearly on December 31.

For the years 1946 and 1947

the rate was provided by law to be 3%,

After that time the

law provides that the regular rate shall be the average rate
earned by the funds of all the retirement systems for the
second calendar year preceding that for which such rate is
being used, except that the balance to the credit of a member
on December 31, 1945 is to be accumulated with interest at
the rate of

.

.

1

In Connecticut regular interest is at the rate deter¬
mined by the Retirement Board and is substantially that which
is earned by the funds of the Association, compounded annual¬
ly on the last day of December.

New Hampshire compounds the

regular interest annually upon the basis of the mortality
tables adopted by the Retirement Board.

The rate is to be

3% from the date of the establishment of the system (July 1,
2
1950) until changed by the Board.
In Vermont the interest
rate is computed as in New Hampshire and the rate for inter¬
est credited July 1, 1950 was, as shown in Table II, 3%.

In

the Brattleboro Plan the interest rate was 2% annually but
was compounded semi-annually.
Payroll Deductions — As is set forth in Table II, the
amount deducted from the payroll is on a percentage basis but

(1) Teachers' Retirement Board of Massachusetts, Principal Provisions of the Retirement Law. p.9
(2) Board of Trustees New Hampshire Teachers Retirement
System, Handbook of Information. (195°) pp. 24-25

- 27 Vermont and New Hampshire use the actuarial method while the
other states have a flat rate of 5#.

In these two states

rather Inadequate voluntary plans existed prior to the estab¬
lishment of the present systems and many teachers did not be3ong.

Thus this basis of contribution helps the older teach¬

er who was not in the earlier system to put aside more toward
his retirement Income than would be done under the flat rate
of 5#.

Although the rate in Connecticut is 5^ there is a

provision that the minimal annual payment shall be $35«00.
In "Maine teachers who were members of a retirement system
supported in whole or in part by the state prior to July 1,
19^7 may elect to continue with the same percentage contribu¬
tion or may make the 5^ contribution required of all the
others.
There are in the laws relating to Teacher Retirement
Systems of some of the states provisions which make it pos¬
sible for a teacher to build his own accumulated contribu¬
tions to a higher sum.

In addition to the contributions de¬

ducted from the compensation of a member in Massachusetts,
New Hampshire, and Vermont, subject to the approval of the
Board, any member may deposit in the annuity savings fund by
a single payment or by an increased rate of contribution an
amount computed to be sufficient to purchase an additional
annuity, which, together with hie prospective retirement al¬
lowance, will provide for him a total retirement allowance
not to exceed one-half of his average final compensation at

-

sixty.
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This sum becomes a part of the member's accumulated

#

contributions but does not affect the amount contributed
from public funds.

The same procedure is followed in Maine

except that the age is sixty-five instead of sixty.
Bonuses -- It is noted that cost-of-living adjustments
or bonuses are included as salary in all states except Maine
and Vermont.

The laws of these two states make no provision

for this and Connecticut, Maine, and Vermont make no reference
to pay for extra duties such as summer school teaching, guid¬
ance duties, etc.

In Massachusetts from January 1, 1946 to

June 3°, 19^8 regular compensation, upon which deductions
are figured, did not include cost-of-living bonuses, general
temporary increases due to cost of living nor payments for
overtime but the Acts of 1948 provide that salary, wages, or
other compensation payable in the form of cost-of-living'
bonuses and cost-of-living nay adjustments shall be included
in the term "regular comnensation" but that any salary for
overtime shall not be included.

3

This means that pay for

summer school teaching, for example,
ular compensation.

is not Included in reg¬

The Rhode Island law does not mention

these two items specifically but states that "The term 'sal¬
ary1

or 'compensation'

shall include any and all salary or

compensation paid by any city or town for teaching services".

(3)Teachers‘ Retirement Board of Massachusetts, Principal
Provisions of the Retirement Law,
p. 4

4

- 29 Neither does the New Hampshire law state specifically that
the two items are included but it defines "Earnable Compen¬
sation" as "the full base rate of compensation paid to a
teacher, plus such additional amounts as may be paid for ex¬
tracurricular educational activities or cost of living bonus"?
In the Brattleboro Plan the percentage of contribution was
based on the "amount of gross compensation payable to the
member" so that both items were included"^
Contributions of a Member Who Has Reached Retirement
Age — With regard to the matter of contributions of a member
who has reached retirement age but remains in service, there
is some variation in the systems of the New England states.
In Connecticut, Rhode Island, and New Hampshire he continues
to contribute while in Massachusetts he may not remain after
reaching retirement age.

In Maine he does not contribute af¬

ter age 65 if he has 35 years to his credit unless he so de¬
sires while compulsory retirement age is 70.

In Vermont the

state doe6 not contribute after the member has 35 years of
creditable service but the member must continue to contribute
as long as he remains in service.

In the Brattleboro Plan

both the member and the School District ceased to contribute

(4) Board of Trustees of the Employees' Retirement System
of the State of Rhode Island, Handbook of Information.
(July
1948) p. 31
(5) Board of Trustees New Hampshire Teachers Retirement
System, Handbook of Information.
(195°) P* 16
(6) Employees' Retirement System of the Brattleboro Town
School District.
(1946) p.6

when the member reached retirement age.

Regulations for com¬

pulsory retirement will be discussed further in Chapter VI.

/
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CHAPTER IV
CREDITABLE SERVICE
WHAT IS CREDITABLE SERVICE?

Definition — As stated In Chapter I creditable service
means prior service plus membership service.

Discussion of

out-of-state credits will be included in this chapter.
Prior Service Credits and Membership Credits — The year
of establishment must be kept in mind in making comparison
among the several retirement systems.

This is especially im¬

portant in comparing the prior service credits, which are the
credits for the years of service rendered before the date of
operation of a retirement system in the state under consider¬
ation, and for which the member makes no contribution.

Mem¬

bership credits represent the years after the establishment
of the existing system during which the teacher makes contri¬
bution.

Table V shows the dates for which prior service

credits and membership credits are operative in the New Eng¬
land States .
In Connecticut prior service includes all public and se¬
condary school service rendered in the state prior to Septem¬
ber 1, 1917.

In addition a teacher who wa6 employed in the

state prior to July 1, 1929, who Joined the retirement system
prior to that date, and who has completed twenty years of
public service in the state will receive credit for all pub¬
lic school service rendered outside the state prior to July 1

1929 without making any contribution.
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Table V
Creditable Service

Membership ser¬
vice since

State

Prior service
before

Conn.

9/1/1917

9/1/1917

Maine

7/1/19^7

7/1/1947

Mass .

7/1/1914

7/1/191**

N. H.

7/1/19^5

7/1/1950

R. I.

7/1/19^9

7/l/19**9

Vt.

7/1/19^7

7/l/19**7

plus

In New Hampshire each teacher in service on the date of
establishment of the system (July 1, 1950) who became a memi

ber of the system was allowed credit for all teaching service
in the state prior to July 1, 19^5 without any contribution
on his part.

Also,

if a teacher was a member of the New

Hampshire teachers' retirement system existing prior to
July 1, 1950 he received membership credit for any service
rendered from July 1, 19^5 to July 1» 1950 for which he had
made contribution.

If the teacher was not a member of the

former system he may make payments to the teacher annuity
savings fund to care for the five years or fraction thereof
which he was employed as a teacher in New Hampshire.

This

payment may be made either in a lump sum or in installments

-

3*

-

as approved by the Retirement Board to cover the contributions
plus 3% interest.

He then receives credit for these years in

the computation of his years of service.
In Maine and Vermont each teacher in service July 1,1947
who became a member of the state retirement system on or be¬
fore July 1, 1948 received credit without contribution for
all service rendered in the state prior to July 1, 1947.

In

Massachusetts and Rhode Island the credits are for service
as shown in Table V.

In Massachusetts, however, there is an

additional allowance made to compensate for low salaries in
the early years of the system.

This is "1$ of the first

#40,000 of the total regular compensation earned since July
1, 1914 for service for which credit is allowed and on which
regular deductions for the retirement fund were based, not
Including any salary in excess of #2000 for service prior to
July 1, 1937, and not including any salary in excess of #2600

1
for service from July 1, 1937, to January 1, 1946.■
Out-Of-State Service — A great deal of difference is
evidenced among the several states in the matter of recipro¬
city or out-of-state credits.

In Rhode Island membership

credit is given teachers employed in the state July 1, 1949
for service, up to ten years, as a teacher in the public
schools outside the state or in private schools not operated

(l) Teachers' Retirement Board of Massachusetts, Prin¬
cipal Provisions of the Retirement Law. p. 5

- 35 for profit either within or outside the state.

However,

such

service cannot be counted within the last fifteen years be¬
fore retirement and a member must pay a contribution of 5%
of his first year's salary in the public schools of Rhode
Island for each year of such service.
Any member of the Vermont retirement system who has
rendered service as a teacher outside the state may deposit
in the annuity savings fund by a single contribution or by
paying an increased rate of contribution an amount to provide
an annuity at age 60 equal to 1/140 of his average final com¬
pensation times the number of years of out-of-state service.
This number of years of outside service must not be greater
than thirty-five minus the years of service in Vermont.

This

is counted toward membership service, not as prior service,
but is counted in determinating eligibility for disability
retirement.
New Hampshire's law is similar to that of Vermont with
respect to out-of-state credits.

A member of the retirement

system may deposit in the annuity savings fund in the same
manner an amount computed to be sufficient to purchase an ad¬
ditional annuity which will provide him with a total retire¬
ment allowance not to exceed one-half of his average final
compensation at age sixty.
Not more than ten years will be credited in Connecticut
for out-of-state public school service for a teacher entering
the Connecticut retirement system after July 1, 1929*
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order to receive this credit toward membership service the
teacher must, within two years of beginning service in the
state, pay 5^ of the most recent public day school salary
plus interest into the system.

This service does not count

toward the minimal years of Connecticut service for retire¬
ment .
A teacher in Massachusetts may receive membership cred¬
it for not more than the last ten years of service in another
state as a teacher in a public day school, a state normal
school, a state teacher's college, or a college under exclu¬
sive state control by paying the contribution he would have
raid in Massachusetts plus interest.

The payment must be

made on or before January 1, 1951 or within five years of be¬
coming a member of the Massachusetts system, whichever is the
later.

Also, in the same manner, membership credit will,be

given any member of the retirement system who has government¬
al service credit up to twenty years by payment of the con¬
tributions plus interest as above.
Any teacher employed for the first time after July 1,
19^7 in Maine is allowed out-of-state credit of ten years
provided, at the time of retirement, he has served twenty
years in Maine and has served at least ten of these years
subsequent to the out-of-state service.

Credit for out-of-

state teaching is allowed only if the member has made con¬
tribution for the service on the same basis as the teachers
in service in the state during that time.

- 37 In Vermont, New Hampshire, Maine, and Rhode Island prior
service certificates become void if membership cesses even
though the member returns to the system at a later date.

In

Connecticut a member retains his former prior service credit
if he repays, with regular interest, the funds he withdrew
either in one lump sum or in monthly installments over a five
year period.

Otherwise, he forfeits the certificate.

If a

teacher is reemployed in Massachusetts after having given two
years of service the amount withdrawn plus interest must be
returned in one lump sum or in installments before January 1,

1951 or within five years from the date of reemployment
(whichever date is later) in order to receive prior service
credit.
Determination of a Year's Service — In Rhode Island a
member of the retirement system receives credit for a year's
service when employed three quarters of the total number of
days the law requires the public schools to be in session.
In the other five New England states the Retirement Board is
empowered to determine the amount of service in any year
which is equivalent to a year's service.
Brattleboro Plan — In the Brattleboro Plan prior ser¬
vice was credited members for any service in the Brattleboro
Town School District prior to September 1, 19^6 but no credit
was given for service elsewhere.

No credit was allowed for

prior service upon entry into membership after September 1,
19^6.

Membership service was, as in the state systems, ser-

- 38 vice rendered after the above date.

The Retirement Board

was instructed to determine the amount of service which should
be equivalent to a year.

The decision was to ignore any ter¬

minal period amounting to less than nineteen weeks and to
count any terminal period amounting to nineteen weeks or
more .
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RETIREMENT QUALIFICATIONS

WHAT ARE THE QUALIFICATIONS FOR RETIREMENT WITH RESPECT
TO AGE.

SERVICE. AND DISABILITY?

This suggests two more questions which are answered by
Table VI and the discussion.

They are:- l) when must a mem¬

ber retire? and 2) under what conditions may a member retire?

Table VI
Retirement Qualifications

State

Compulsory
at age

Voluntary
at age

With years
of service

Conn.

70

60

Maine

70

60

Mass .

70

55

N. H.

70

60

—

R. I.

70

60

10

Vt.

70

60

^

15
/

mm

Compulsory Retirement Age — The foregoing table (number
VI) shows uniformity for the compulsory retirement at age
seventy but it is interesting to note the differences in
applying Mage 70**.

In New Hampshire, as shown, retirement

age is seventy but, at the end of the school year 1951, wiH
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be reduced each year until 1956 when retirement will be com¬
pulsory at slxty-flve unless service to seventy is recom¬
mended for an individual by a local school district and ap¬
proved by the State Board of Education.

In Vermont the

teacher retires at the end of the school year in which he
attained age seventy but any teacher who was seventy at the
establishment of the system, July 1, 1947, or who will attain
age seventy within five years after this date may be nermitted
year to year extensions at the discretion of the Retirement
Board, but not beyond July 1, 1952.

The law relating to the

retirement system for Maine states that retirement for a
member shall be on the first day of the next calendar month
after reaching seventy but the Retirement Board may, on the
request of the Governor with the approval of the Council, per¬
mit the continuation of service for periods of one year for
i

teachers who desire to remain in service.
In Connecticut it is the policy of the Retirement Board
to permit a local Board of Education, upon request, to contin¬
ue the services of a member until the end of the school year
in which he reaches age seventy,

i.e. the first day of July

of that year, but not thereafter.

In Rhode Island, as in

Maine, the retirement date is on the first day of the calen»

dar month succeeding that in which the teacher shall attain
age seventy yet the Board may, at the request of the head of
the department or agency employing such teacher, grant an ex¬
tension to continue in service to the 3®th day of the next

- 42 -

succeeding month of June.

For Massachusetts retirement is

compulsory at the end of the month in which age seventy is
attained and no provision is made for an extension for the
remainder of the school year in which the "birthday occurs •
This arrangement seems very impractical from the standpoint
of the teacher, the pupil, and the administrator.
Voluntary Retirement Age — There is more variability in
the qualifications for voluntary retirement among the New
England states.

In all the states except Massachusetts the

age is sixty or thereafter but with different stipulations
regarding years of creditable service.

The amount of the re¬

tirement income varies with the number of years of creditable
service but this will be discussed in a later chapter.

In

New Hampshire, Maine, and Vermont no number of years of ser¬
vice is specified while in Rhode Island the teacher must have
i

at least ten years of total service to be eligible for re¬
tirement at age sixty.
The table (number VI) shows that teachers in Connecticut
may retire at age sixty provided they have fifteen years of
creditable service.
cated however.

The regulations are slightly more compli¬

If a teacher has membership in the system

prior to July 1, 1929 and has paid for five years into the
present system he may retire as stated above at age sixty
with fifteen years of service or at any age with thirty-five
years of service of which twenty years,
five, must have been in Connecticut.

Including the last

If a teacher became a

- 43 member since July 1, 1929 and has paid into the system for at
least five years, he may retire at age sixty with twenty years
of service or at any age with thirty-five years of service of
which twenty-five years,

including the last five, must have

been in Connecticut.
In Massachusetts voluntary retirement for sunerannuation
is permitted at fifty-five but if the retirement takes place
under sixty-five the yearly retirement allowance is reduced
by 1/12 of 1% for each full month which will elapse before
the end of the month in which sixty-five is attained, except
that there is no reduction for a member retiring at sixty or
over who has forty or more years of creditable service.
Disability Retirement — In this chapter is included the
question of provision for retirement for disability before
reaching voluntary retirement age.

In Connecticut the teacher
1

may be retired for permanent physical or mental disability
under sixty provided he has paid into the system for five
years and has ten years of creditable service.

Each year for

five years he must submit to a medical examination by a phy¬
sician or physicians designated by the Retirement Board to
determine continued disability and subsequently as often as
the Retirement Board may require.
In New Hampshire and Maine the requirements are the same
as in Connecticut excent that there is no stipulation regard¬
ing the number of years the teacher has paid into the system
and, after the first five years, the medical examination is
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erlven every three years.

Vermont's requirements for the med¬

ical examination are the same as those for New Hampshire and
Maine but in Vermont retirement for disability prior to age
sixty is allowed only after fifteen years service in the
state of which five must immediately precede the application
for retirement.

In Rhode Island a teacher may retire because

of disability after twenty years of teaching and no require¬
ment was found for medical examination,
Massachusetts law states that, for ordinary disability
for teachers other than veterans, retirement is permissible
before age fifty-five with a requirement of not less than
fifteen years of service.

A teacher retired for disability

must not resign his position.

A veteran who becomes perma¬

nently disabled before attaining seventy and who is entitled
to credit for not less than ten years of service may be re¬
tired and receive a retirement allowance.
Brattleboro Plan — Under the Brattleboro Plan the date
of conroulsory retirement was the anniversary date (September
l) coinciding with or first subsequent to the date upon which
a member reached sixty-five for men and sixty for women.

By

action of the Retirement Board, approved by the School
Directors, a member could be retired at age fifty-five pro¬
vided he had completed at least ten years of creditable ser¬
vice.

The reason September 1 was used is that Brattleboro

teachers are paid on a twelve month basis so that a teacher
completing service at the close of school in June receives

-
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his salary through the month of August.

If a member retired

because of disability prior to age fifty-five he received only
his accumulated contributions.

i
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INTERRUPTION OF SERVICE

WHAT ARRANGEMENTS ARE MADE WITH RESPECT TO INTERRUPTION
OF SERVICE?

The answers to this question will be summarized for each
of the New England states under three headings:- namely,
Leave of Absence for Military Service, Leave of Absence for
other reasons than Military Service, Reinstatement.
Leave of Absence for Military Service — In Vermont a
member of the retirement system in military service, with the
approval of the Retirement Board, remains a member of the
system if he does not withdraw his accumulated contributions
but he is not considered to be in the service of the state
so these years do not count as creditable service toward his
thirty-five years needed for a full pension.

In the Brattle-

boro Plan he was considered to be in the service of the Town
School District even though absent from the school and the
years spent in military service were counted as years of ser¬
vice but the member made no contribution toward his annuity
during this time although the Town School District contributed
its 8hare.
In New Hampshire any member who served in the armed forces
of the United States prior to the date of the establishment of
the system (July 1, 1950) will receive credit for the years
of military service with three provisions:- l) that he went
into the service directly from a position in the public
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schools of New Hampshire, 2) that he did not withdraw his
accumulated contributions from the then existing system, and
3) that he becomes a member of the new retirement system with¬
in one year after the date of establishment.
Maine's provision is more inclusive in that it covers
future wars as well as World Wars I and II which are covered
in New Hampshire and Vermont.

With the approval of the Board

of Trustees of the Maine System a member who “enlists, is in¬
ducted or drafted into the service of the armed forces of the
United States, in time of war or while the provisions of Pub¬
lic Law 759, 80th Congress (Selective Service Act of 1948) or
any amendment thereto or extension thereof shall be in effect"
remains a member and the state pays the member's share as well
as its own contribution for that member.

However, if the mem¬

ber does not return to a teaching position in the state of
Maine he may withdraw only the contributions which he made
himself plus interest.^
In Connecticut the provision goes even further for it
does not say “in time of war".
enlists in,

It states that a member who

is inducted into, or is ordered to report for ac¬

tive duty in the military or naval forces of the United
States receives credit for each school year or part of a
school year of his absence provided he makes payments to the

(1) Law Relating to Maine State Retirement System.
(July 1950T
pT"7

- 49 annuity fund as they come due or at a later date at the rate
of 5# of his salary at the time he left.

If the member de¬

sires, the percentage may be based on the compensation to
which he would have been entitled on the salary schedule dur¬
ing the years of absence.

The law also provides that a mem¬

ber's Board of Education may pay this 5/6 for him if it de¬
sires.

Also any member of the armed forces who becomes a

member of the Connecticut Teachers' Retirement System may re¬
ceive credit for his years in the service while the country
was at war provided he contributes to the annuity savings
fund for those years at the rate of
salary.

of his first year's

2

In Massachusetts a member who is in military service in
time of war is considered to have been in regular teaching
service.

In the case of a World War II veteran he must bel

reemployed as a teacher in the state within two years of the
date of his discharge from military service.

Such a member

is not required to make his contributions to the annuity
savings fund during his absence.
In Rhode Island a teacher who "has been granted or shall
be granted an official leave of absence by his superior to
enter the armed service of the United States1*^ is entitled to

(2) Retirement Board, Know Your Retirement System.
Con¬
necticut Teacher Retirement System Bulletin.
(19^6) pp. 25-2?
(3) Board of Trustees of the Employees' Retirement System
of the State of Rhode Island, Handbook of Information.
(July
lW) p. 32

-
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credit for these five years as years of teaching provided he
returns to active teaching in the state within six months of
honorable discharge from the service.

The law for state em¬

ployees states very specifically that this covers service
“during any war in which the United States is now or shall be
4
engaged11 .
It also provides that the employer pay the employ¬
ee's contribution to the annuity fund at the same rate as
though the employee were in active employment but not beyond
a period of one year after a formal declaration of peace.
Since the teachers' retirement system is, in Rhode Island, an
extension of the state law it would seem that this provision
would hold for teachers also.
Leave of Absence For Other Than Military Service —
Turning to leave of absence for reasons other than military
service,

it is found that in Vermont a member who is absent

more than three years during any five consecutive years after
last becoming a member ceases to be a member, otherwise his
membership continues during the leave provided he does not
withdraw his accumulated contributions.

In addition, is the

leave was in effect on the date of the establishment of the
system, he must Join within ninety days after termination of
the leave in order to receive credit.

The New Hampshire law

is the same as the Vermont law except that no provision is
made for a teacher who is on leave on the date of establish-

(4) Board of Trustees of the Employees' Retirement System
of the State of Rhode Island, op. cit. p.28
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In Maine temporary absence is permitted

provided that, in any period of fifteen consecutive years,
the member is not absent more than ten years and has left his
accumulated contributions on deposit.

But only service for

which contributions are made is included in membership service.
In Connecticut a leave which does not exceed a school
year counts as active service provided that:- l) it has been
granted by the member's Board of Education, and 2) the member
pays monthly to the annuity fund on the basis of his last
salary or pays the necessary amount with Interest to the an¬
nuity fund over a period of not more than three years after
returning to service.
The Massachusetts law is more specific regarding leave
of absence.

A member who is on leave with full corrroensation

receives full creditable service while a member who is on
i

leave with partial compensation receives a credit apportioned
by the Retirement Board.

If a member is on leave without com¬

pensation the time is not counted as creditable service al¬
though it is not considered that the membership has been term¬
inated provided the accumulated contributions have been left
in.

In Rhode Island a teacher who is on leave without pay

may receive service credit for the year by paying into the
retirement system as directed by the Retirement Board an amount
equal to what he would pay if he had served three-fourths of
the year.

If the member has been on leave with full compen¬

sation his contributions to the Retirement Fund would have

- 52 been deducted from hie salary at the source.
Reinstatement — Vermont, New Hampshire, and Maine have
substantially the same ruling with res-oect to reinstatement
or restoration to service of a member.

The prior service

certificate of a member becomes void when membership in the
retirement system ceases so that if he returns to service he
comes in as a new teacher not entitled to any prior service
credit.

However, if a teacher has become a beneficiary of the

system, the following quoted from the Vermont law holds also
in the other two states mentioned.

“Should a disability ben¬

eficiary be restored to service and should his annual earnable
compensation then or at any time thereafter be equal to or
greater than his average final compensation at retirement or
should any other beneficiary be restored to service, his re¬
tirement allowance ehall cease, he shall become a member of
i

the system, and he shall contribute thereafter at the same
rate he paid prior to his retirement.

Anything in this act

to the contrary notwithstanding, any prior service certificate
on the basis of which his service was computed at the time of
his former retirement shall be restored to full force and ef¬
fect, and in addition, unon his subsequent retirement he shall
be credited with all the service as a member creditable to him
at the time of his former retirement; but should he be re¬
stored to membership after attainment of the age of fifty,
his tension upon subsequent retirement shall not exceed the
sum of the tension which he was receiving immediately prior

-
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to his last restoration to membership and the pension that
may have accrued to him on account of membership service since
his last restoration to membership, provided that his total
pension on his subsequent retirement shall not be a greater
proportion of his average final compensation than the propor¬
tion he would have received had he remained in service during
the period of his prior retirement."^

This section of the New

Hampshire law reads practically the same and the law in Maine
is the same also except that the provision involving restora¬
tion after a certain age is after age fifty-five instead of
after fifty as in the other two.
In Connecticut the law excerot regarding reinstatement
of a member reads "Any member of the retirement association
who shall have withdrawn his accumulations

.

.

. from the an¬

nuity fund shall, on being re-employed in the public schools,
be reinstated in the retirement association in accordance
with such plans

... as the retirement board shall adopt11 .

6

The retirement board has adopted the policy that a member is
not required to repay the funds but that, unless he does, he
forfeits his former service credit.

He may retain his former

service credit by repaying, with regular interest, the funds

(5) Board of Trustees State Teachers' Retirement System
of Vermont, State Teachers' Retirement System of Vermont.
(1947)
p. lZ
’

(6) Retirement Board, Know Your Retirement System.
Con¬
necticut Teacher Retirement System Bulletin.
Cl9^6JP» 20

-
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he formerly withdrew either in a lump sum or in monthly in¬
stallments over a period of five years.

There seems to be no

provision for a teacher who has retired on a disability pen¬
sion, but a member who is reinstated may receive a service
♦

credit not to exceed ten years for recent service in another
state nrovided he pays to the annuity savings fund the con¬
tributions for such neriod with interest.
In Massachusetts, a person who leaves service in the
schools but does not withdraw his accumulated contributions
retains his membership and is a member in service when he is
reinstated as a full time employee.

If he withdrew his ac¬

cumulated contributions, he must, as a condition of reemploy¬
ment, return the accumulated contributions plus interest in
one lump sum immediately if the reinstatement is within two
years of withdrawal and if the new position is one which re¬
quires membership in the teachers'

retirement system.

If the

length of time between withdrawal and reemployment is more
than two years then the member has five years in which to re¬
pay the accumulated contributions with interest.
law is practically the same as the others.

Rhode Island

A member who has

withdrawn his contributions may, upon reinstatement in a
teaching position, become a member again nrovided he repays
the accumulated contributions with interest.

If the teacher

did not withdraw his accumulated contributions his membership
in the system has continued on an inactive status which means
that no money has been credited to his annuity savings fund.

,
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CHAPTER VII
WITHDRAWAL BEFORE RETIREMENT AGE
WHAT BECOMES OF THE CONTRIBUTIONS OF A MEMBER WHO
WITHDRAWS FROM TEACHING BEFORE REACHING RETIREMENT AGE?

There ere three cases for consideration under this ques¬
tion:- the teacher who withdraws l) by resignation, 2) by dis¬
missal, and 3) because of death.
Withdrawal by Resignation or Dismissal — The method of
procedure in the New England states is aonroximately the same
for the first two cases exceot in Massachusetts.

Vermont re¬

turns the accumulated contributions less not more than onethird of the interest while Maine returns the total contribu¬
tions plus not less than three-fourths of the Interest accum¬
ulation.

Rhode Island refunds the member's contributions plus

Interest to June 30,

194? on contributions made prior to that

date but there are no interest credits after July 1, 19^7.
New Hampshire and Connecticut refund the accumulated contri¬
butions but in Connecticut, if the amount is withdrawn before
regular interest for the year has been credited, the practice
is to nay interest at one—half per cent less than the regular
rate for the previous calendar year.

Also,

in Connecticut,

if a member has naid in for ten years he may elect to receive
a refund annuity for life, based on his accumulations.
In Massachusetts if a nerson resigns before reaching age
fifty-five his total accumulated contributions will be re¬
funded to him.

If, however, he has twenty or more years of
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creditable service he may anply for retirement to take effect
at once or may leave his accumulated contributions on deoosit
and retire at any time but not later than seventy with a re¬
tirement allowance computed in the same manner as for a nerson
retiring voluntarily at fifty—five or more.

If a member with

twenty or more years of creditable service leaves his funds
on deposit he cannot withdraw them after age fifty-five un¬
less his retirement allowance amounts to less than $240.00 a
year.

If he leaves the service and does not withdraw his

funds within two years interest will not be paid after that
time •
The discharge of a member,

in Massachusetts, who has

reached age fifty-five with fifteen or more years of credit¬
able service or who has not reached fifty-five but has twenty
or more years of creditable service does not become effective
I
until a summary of the facts relating to his dismissal has
been submitted in writing to the Retirement Board and,
quested, a hearing has been held.

if re¬

If the Board finds the

discharge not Justified and not the result of collusion the
member may be restored to his position or may request that he
be retired with a retirement allowance.

In such a case if he

has not reached fifty-five he is entitled to the retirement
allowance he would have received if he were fifty-five and
had actually rendered the service.

If he is fifty-five or

over he receives the allowance to which he would be entitled
if he were retiring on account of superannuation.

In any case

—
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the pension part of his retirement allowance must not be less
than one-third of his annual rate of compensation when removed.^*
Withdrawal Because of Death — In the case of a member
who dies before reaching retirement age, Vermont, New Hamp¬
shire, Massachusetts, and Connecticut return the accumulated
contributions to the beneficiary provided such person has
been “nominated by written designation duly acknowledged and
filed with the Retirement Board” .

2

If no beneficiary has been

appointed or if the beneficiary has died the money goes to the
member's estate.

In Maine the beneficiary named as above or

the member's estate, in case no beneficiary has been desig¬
nated, receives the total contribution plus not less than
three-fourths of the interest on these contributions.

Rhode

Island pays to the beneficiary or to the estate the accumu¬
lated contributions plus an amount payable from the state
funds equal to $200 for each year of total service of the
member.

The minimum amount to be paid is $500 and the maxi¬

mum is $2000.
Brattleboro Plan — In the Brattleboro Plan a member who
resigned or was discharged before reaching retirement age re¬
ceived his accumulated contributions.

If a member died before

reaching retirement age his beneficiary or his estate received

(1) Teachers' Retirement Board of Massachusetts, Principal
Provisions of the Retirement Law.
(19^9) P• 7
(2) Board of Trustees State Teachers' Retirement System
of Vermont, State Teachers' Retirement System of Vermont.
(19^7)
p. 17
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the aggregate value of the Death Benefit which consisted of
l) the member's accumulated contributions nlus 2) one and onethird times the member's accumulated contributions.

In case

of a member who entered the system with prior service credit
his Death Benefit would include also an amount equal to
of his annual salary as of September 1, 1946 times the number
of years of his prior service multiplied by a fraction with a
numerator equal to the number of years of membership service
and a denominator equal to the number of years between the
date of entry into the plan and his normal retirement date.
Since this is a rather unusual formula, an example is given.
Given:

a woman teacher, age 50 on entry into the Plan on
September 1, 1946 - with 15 years of prior service
credit and a salary of $3000 • dies September 5»1948.

The Death Benefit would be calculated as follows
1) her accumulated contributions

$182.71

2) 1 1/3 times her accumulated contributions

243,61

3)

270.00

.03 X $3000 X 15 X _2
10
Total

$426.32
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CHAPTER VIII
ADMINISTRATION
HOW IS THE RETIREMENT SYSTEM ADMINISTERED?
In order to show the make-up of the Retirement Boards in
the six New England states Table VII gives the total number
of trustees or members, the number of teacher members, and
the number of state officials who are ex—officio members.
These last are counted in the total number of trustees as
well as the teachers,

Table VIII shows the office held by

the several state officials who are ex-officio members of the
Retirement Boards.

Table VII
Composition of State Retirement Boards

State

Total number
of trustees

Number of
state exofficio
trustees

Number of
teacher
trustees

Number of
years in
term for
teachers

Conn.

5

3

2

4

Maine

7

4

1

2

Mass .

3

1

1

3

N. H.

5

3

2

5

R. I.

7

4

1

3

vt.

5

3

2

4

-
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Table VIII
State Officials as Ex-Officio Members of Retirement Boards

State

Insurance
Commissioner

Conn.

X

„ 1

Banking
Commissioner

Commissioner
of Education

X
X

Maine2

X

N. H.

vt

X
X

Mass .

R.

X

X
X

1?
.4

State
Treasurer

X

X

X

X

1. The third state official in Connecticut is the Secretary
of the Board of Education.
2. The other two state officials in Maine are the Chairman
of the Personnel Board and the State Comptroller.
3. The other state officials in Rhode Island are the State
Director of Finance, the State Director of Business Regu¬
lation and the State Director of Civil Service.
lx.

From the table it would apoear that Vermont has four state
officials on the Board but one man is both Insurance Com¬
missioner and Banking Commissioner under the title of Com¬
missioner of Banking and Insurance.

In Connecticut and Vermont a teacher trustee is elected
biennially by the members of the Retirement Association from
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their membership for a four-year term.

The teacher member of

the Maine Board of Trustees is elected for a two-year term by
the members of the Maine Teachers' Association.

To fill the

sixth and seventh places on the Board a state employee is
elected for a two-year term by the Maine State Employees'
Association and the Governor appoints a member for a fouryear term.
In Massachusetts the third member of the Board is chosen
by the other two.

In New Hampshire the two teachers are

appointed by the Governor, with the advice and consent of the
Council, from a panel of five names selected by the New Hamp¬
shire State Teachers' Association from among the members of
the system.

In addition to the four state officials in Rhode

Island the Governor appoints a member for a three-year term
from among the state employees.

An amendment to the retire¬

ment law in 19^7 increased the membership of the Retirement
Board by adding a teacher to be elected for a three-year term
from among the members of the system.
Policles — The general administration and the responsi¬
bility for the proper operation of the system are vested in
the Retirement Boards of the New England states.
governing these Boards are very similar.

The policies

The following list

was found to be the same for all, although the wording varied
somewhat.
1. The members of the Board shall serve without compensa¬
tion but shall be reimbursed for expenses,

including travel,
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incurred in the discharge of their official duties,
2. The members of the Board shall establish rules and
regulations within the limitations of the law, necessary for
the oroner administration of the system,
3. The Board shall keen in convenient form such data as
shall be necessary for actuarial valuation of the system and
for checking the experience of the system.

In most of the

states the Board designates an actuary as technical advisor
regarding the operation of the system and making the annual
valuation of the assets and liabilities of the funds of the
system,
4. The Board shall keep a record of all its proceedings
which shall be open to public inspection.

Each Board has

permission to employ a secretary and in Rhode Island the
Secretary of the Board is the executive officer in charge of
the administration of the system.
5. The chairman of the Board is elected from the member¬
ship, excert in Massachusetts where, by law, the Commissioner
of Education is the chairman, and in New Hampshire and Vermont
a vice-chairman is elected also.
6. The Board is required to corrroile and publish annually
a financial statement summarizing the results of the opera¬
tions for each fiscal year for distribution among the members
of the system.
Additional Regulations — In addition to the above poli¬
cies the following regulations were found for some of the

\
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states.
1. The attorney general of the state is the legal advisor
of the Board in Vermont, New Hampshire, and Maine.

.

2

In the case of a vacancy on the Board it is to be

filled in Vermont and Connecticut by appointment by the Board
of a member of the system.

The appointee serves until the

next regular election is held.

In New Hampshire such vacancy

i8 filled by the same method used in the original appointment.
No provision was found for filling vacancies in Massachusetts,
Maine, and Rhode Island.
Investment of the Funds of the System — In Vermont and
New Hampshire the members of the Board have the full power to
invest and reinvest the funds of the system subject to the
laws of the state Imposed upon life Insurance companies for
the investment of funds.

i

In Maine the Board is governed by the laws relating to
the investment of savings bank funds.

The funds of the

system in Connecticut are invested also in accordance with
the laws governing the investment of savings bank funds in
the state but are invested by the State Treasurer rather than
by the Board.

These investments must be approved by the in¬

vestment committee which consists of the Commissioner of Fin¬
ance and two persons appointed by the Governor.
Massachusetts has an investment committee consisting of
the State Treasurer, the Bank Commissioner, and a third per¬
son qualified by training in Investment procedure and appoint-

-

ed by the other two.
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The funds must be invested in bonds

legal for the investment of funds of savings banks under
Massachusetts law.

In Rhode Island the funds may be invested

in any securities in which sinking funds of the state may be
invested legally or in which savings banks and trust comoanies may invest legally.
Brattleboro Plan — In the Brattleboro Plan the VermontPeoples National Bank of Brattleboro was appointed Trustee
and all funds of the System were handed to it by the School
Directors who collected the funds.

The Trustee paid out funds

of the System only on written request of the Retirement Board
through it8 Secretary but had supervision of the investment
of the funds in bonds or notes of the United States Govern¬
ment, the State of Vermont, or the Town of Brattleboro, Vermont.
The Retirement Board consisted of three members aopointed
by the School Directors for a term of two years .
one had to be a member of the system.

At least

In case of a vacancy

the un»sxt)ired term was filled by a oerson anoolnted by the
Directors.

The Retirement Board elected a chairman and a

secretary from its membership.

rtf

CHAPTER IX

METHOD OF FINANCING

HOW IS THE TEACHER RETIREMENT SYSTEM FINANCED?

A teacher's retirement allowance consists of two parts:the annuity which is ourchased from the teacher's accumulated
contributions and the tension which is derived from state
funds.

Each furnishes an annual contribution for life.

There are three factors to be considered in answer to
the question for this chapteri1) the funds to nrovide for the annuity.
) the funds to orovide for the pension.

2

3) the funds for overhead expenses.
All the assets of the retirement systems of the New
England states are credited, according to the purpose for
which they are held, among the several funds.

The nomencla¬

ture varies somewhat among the six states but they all have
the teacher annuity fund and the state pension fund.

In addi¬

tion they all have an expense account while some have a teacher annuity reserve fund and a state pension reserve fund.
Teacher Annuity Savings Fund -- This is the fund in which
are accumulated l) the contributions deducted at the source
each month from the compensation of the members plus interest,
2

) the redenosit by a member restored to service of funds pre¬

viously withdrawn, 3) extra contributions made by a member to
increase his retirement allowance as exolained in Chapter III,
and 4) contributions for out-of-state service.

In New Hamp-

-
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shire the contributions made by non-members of the former
system to care for the oeriod from July 1, 1945 to July 1,

195° are deposited in this fund also.
If a member withdraws before reaching retirement age
his accumulated contributions are paid to him directly from
this fund.

In New Hampshire, Vermont, Maine, and Connecticut

the member'8 accumulated contributions in the Teacher Annuity
Savings Fund are transferred to the Teacher Annuity Reserve
Fund upon retirement to be held as long as the teacher's an¬
nuity is in force.

If a beneficiary under this fund should

be restored to service his reserve would be taken back to the
Teacher Annuity Savings Fund.
Maine has an additional fund,
Savings Fund,

called the Teachers'

in which accumulated contributions prior to

July 1, 19^7 have been deposited.

In a case of withdrawal

from teaching before reaching retirement age this amount is
returned to the member.

Upon retirement of a member the funds

to his credit are transferred to the pension accumulation
fund and become the property of the state.
Pension Accumulation Fund — All the New England states
except Rhode Island have a Pension Accumulation Fund in which
the money paid annually by the state for pensions is accumu¬
lated.

In Massachusetts and Connecticut all pensions are

paid directly from this fund.

In Vermont, Maine, and New

Hampshire all pensions to members entitled to prior service
credit are paid directly from this fund.

Upon retirement of

- 70 a member not entitled to prior service credit the amount re¬
served for his pension is transferred to the Pension Reserve
Fund and his pension paid therefrom.

In addition,

in Maine

all pensions for employees retired before the establishment
of the present system are raid from the Pension Accumulation
Fund.
The method used in Rhode Island is somewhat different.
All state appropriations for members and any other Income are
credited to the Contingent Reserve Fund.

On July 1, 19^7 the

amounts which had been credited to the Annuity Reserve Fund
and Pension Accumulation Fund prior to that date were trans¬
ferred to this fund.

When a member retires his accumulated

contributions in the Teacher Annuity Savings Fund are trans¬
ferred to the Contingent Reserve Fund and all retirement al¬
lowances are paid therefrom.
Expense Fund — Each state appropriates biennially an amount to be paid annually to defray the expenses of adminis¬
tration, exclusive of the payment of pensions, and this amount
is deposited in the Expense Fund.

■
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CHAPTER X
OPTIONS ON RETIREMENT

WHAT OPTIONAL ALLOWANCES ARE OFFERED THE MEMBERS ON
RETIREMENT?

The question for this chapter suggests another, the
answer to which will be included, - what arrangements may be
made with resoect to beneficiary?
At the point of retirement the retiree may elect to take
either of several types of benefit or retirement allowance.
He may take the greatest amount possible for himself during
his own lifetime with all payments ceasing at his death.
Often a member may have responsibility for another person and
wish to make some provision for that person in case of death.
In order that a teacher may choose the method best suited to
his personal situation he is offered, at the time of retire¬
ment, various privileges or options accompanied by a reduced
retirement allowance.
Potion A — All the New England states offer Option A
which allows the member to accent a reduced retirement allow¬
ance oayable during his lifetime with the provision that, at
his death, a lump sum equal in amount to the difference be¬
tween his accumulated contributions at time of retirement and
the sum of the annuity payments actually paid to him during
his lifetime shall be paid to a beneficiary or to his estate.
Potion B— Vermont, New Hampshire, Maine, and Rhode
Island subscribe to Option B which allows a retirement allow-
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with the provision that, after his death, one-half the amount
shall continue to be paid each month to a beneficiary.

Con¬

necticut has no similar provision but Massachusetts has an
option which pays a lesser retirement allowance as a Jointand-last-survivor allowance with the provision that two-thirds
instead of one-half of this reduced allowance shall, after
the death of the member, be paid for life to the beneficiary.
The beneficiary under this option in Massachusetts may only
be the member's wife, husband, child, father, mother, or un¬
married, divorced, or widowed sister.
Example of Option B — Assume a member retiring at age
60

is to receive &100 a month as the full amount of his retire'

ment allowance.

But he elects to receive a smaller monthly

payment in order, after his death, to provide a monthly pay¬
ment for life of one-half this amount to a designated bene¬
ficiary.

If the beneficiary is 55 years old the reduced al¬

lowance to the member will be $83.17 a month and, upon his
death, the beneficiary will receive $41.58 a month.^
Option C — All the New England states, except Massa¬
chusetts, offer Option C which allows the member to take an
even smaller amount for himself during his lifetime in order

(l) Board of Trustees of the Employees' Retirement System
of the State of Rhode Island.
Handbook of Information.
(July 1948) p. 8
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to guarantee a beneficiary exactly the same amount of benefit
after his decease.
Example of Option C — Assume, again, a member 60 years
old at the date of retirement whose maximum retirement allow¬
ance is $100 a month.

If he wishes to accept a reduced re¬

tirement allowance in order to provide, at his death, for
monthly payments of the same amount to continue for the life
of a beneficiary now 55, this reduced allowance will be $71.19
oer month.2
In Option A the reduced retirement allowance affects on¬
ly the annuity which represents the annual payments for life
derived from the member's accumulated contributions.

The

pension, which represents the annual payments for life de¬
rived from money provided by the state, remains static.

But

Options B and C affect the total retirement allowance, - an¬
nuity plus pension.

Under the options no change can be made

in the established amounts of benefit if the beneficiary dies
first and another is not designated.

In that case the resi¬

due would go to his estate upon the member's death, except
under certain circumstances discussed later in this chapter.
In Connecticut, under a.ny plan selected, at the member's
death a prorated share of the last monthly allowance is paid
to his estate .

(2) Board of Trustees of the Employees' Retirement System
of the State of Rhode Island, op. cit.
p. 8

- 75 Maine and New Hampshire have an additional option not
found in the other plans.

A retiree may choose a reduced re¬

tirement allowance payable during his lifetime with some other
benefit payable after his death.

New Hampshire law provides

merely that this be approved by the Retirement Board while
the Maine law provides that the total value of the two must
be equivalent to the actuarial value of the member's retire¬
ment allowance without options.
Designation of Beneficiary — All the New England states
permit change of beneficiary at any time prior to retirement
provided the nroner form, duly executed and acknowledged,

is

filed with the Retirement Board as must be done also at the
time of the first designation of a beneficiary or beneficia¬
ries.

Under O-otion A a retired member may change the bene¬

ficiary at any time.

In Connecticut, Massachusetts and Ver¬

mont more than one beneficiary may be named and, in Connecti¬
cut and Vermont, if one has deceased before the death of the
member, the surviving beneficiary or beneficiaries will re¬
ceive the money unless the member nominated a beneficiary to
replace the one who died.

In Vermont this regulation was

authorized by the Retirement Board only in May, 195°•

The

New Hampshire and Rhode Island laws are silent on this point
but in Massachusetts the law is much more complicated.

If

the member has elected Option B above (which gives two-thirds
to the beneficiary in this state) he may change one or more
beneficiaries at any time.

If any beneficiary of record is not
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living at the death of the member any amount due him will be
paid to hie legal representative.
does not exceed

&J00

If the amount thus payable

and there is no executor or administrator,

the amount may be paid to the person who, in the Judgment of
the Retirement Bosrd,

is entitled to it?

Massachusetts has

another stipulation not found in the laws of the other
states; - Namely, that if a member is a minor, the beneficiary shall be “of his kindred11 .

In Massachusetts, also,

there may be a member Survivor Beneficiary under Option B
who,

if the member dies before fifty-five and before being re¬

tired, will receive the retirement allowance which would have
been received if the member had died after being retired.
The option of this Survivor Beneficiary becomes void if the
member lives to retire.

(3) Teachers' Retirement Board of Massachusetts, Principal
Provisions of the Retirement Law.
pp. 7-8
(4) Ibid.

p.7
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CHAPTER XI
SERVICE RETIREMENT ALLOWANCE

HOW IS THE RETIREMENT ALLOWANCE FIGURED?

Chapter I states that the basic purpose of any retire¬
ment plan is to provide security for all employees commen¬
surate with the service they are rendering or expect to render
for their employer.

Chapter XI will show by specific ex- '

amples the amount of security which is provided for the
teachers by the retirement plans of the six New England
states.

In the first three illustrations the accumulated

contributions have,

for ease of computation, been considered

as though the salary for each year of employment was the same
as the average final compensation.

The first two illustra¬

tions are simple cases;- one a man teacher retiring at 60
and the other a woman teacher retiring at compulsory retire¬
ment ege.

The third illustration is the case of a man teacher

retiring because of disability at 49.

The fourth is the most

realistic for the woman teacher*s salary scale is given for
her years of employment and the retirement allowance figured
accordingly.
cause,

This case is figured for Massachusetts only be¬

in the other five New England states, the only differ¬

ence from the first two illustrations would be in figuring
her accumulated contributions and taking the average of her
last five or ten salaries, whichever was called for.
When necessary to consider it, the figures are based on
the supposition that the retiree is taking the greatest pos-
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slble retirement allowance for hie own lifetime and that all
payments cease at his death.
Methods of Conrputatlon Used in the Various States —
Maine —
(a) 1/70 of average final compensation (average for last
five years) multlnlied by the number of years of prior
service, plus
(b) 1/140 of average final compensation multiplied by
the number of years of membership service, plus
(c) the income which the member's accumulated contribu¬
tions will purchase.
New Hampshire —
(a) an annuity which the member's accumulated contribu¬
tions will purchase, olus
(b) a state annuity which, together with the annuity in
(a), will equal 1/80 of the member's average final
compensation (average for last five years) multi¬
plied by the number of years of creditable service
not to exceed 40.
Vermont —
(a) if the member has a prior service certificate in
full force, a pension which is 1/70 of his average
final compensation (average for last ten years), not
to exceed $1800, multiplied by the number of years
of prior service not to exceed 35 years when added
to his years of membership service. Senate 3ill #1
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before the 1951 Legislature requests the removal of
this celling of $1800 on prior service.
(b) a pension which is 1/140 of average final compensa¬
tion multiplied by the number of years of membership
service not exceeding 35, plus
(c) an annuity which is the actuarial equivalent of his
accumulated contributions (this is figured as approx¬
imately 1/140 of average final compensation multi¬
plied by the number of years of membership service).
Connecticut —
(a) an annuity to be paid from the member's accumulated
contributions, plus
(b) an equal amount from the pension fund with an addi¬
tional pension,

if he has taught 20 years, to make

his allowance 40# of his average final compensation
i

(average for last five years).

For each year of com¬

pleted service this per cent increases 1# up to 70#.
Massachusetts —
(a) for service after January 1, 1946 - 2# of the total
compensation (including cost-of-living bonus but not
pay for extra duties after June JO, 1948) from
January 1, 1946 to date of retirement, plus
(b) for service from July 1, 1937 to December 31, 1945 # of total compensation not to exceed $2600 unless

2

the member has paid deductions of 5% based on the
excess during that period with accumulated interest,
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plus
(c) for service before July 1, 1937 - ?.% of average reg¬
ular compensation (not to exceed $2600) for the last

,

five years preceding July 1

1937 times the number

of years of service prior to July 1,

1937, plus

(d) an additional allowance of 1% of the first $40,000
of total regular compensation earned since July 1,
1914 for service for which credit is allowed and on
which regular deductions were paid, not Including
any salary in excess of $2000 for service prior to
July 1, 1937 and not including any excess over $2600
from July 1, 1937 to January 1, 1946.
retires under

If the member

65, the yearly retirement allowance

will be decreased by 1/12 of 1% for each full month
which will elapse before the end of the month in
!

*

J,.

1

which

65 is reached unless a member retiring at 60

has 40 or more years of credit.

No retirement allow¬

ance shall exceed 80# of average compensation for the
highest five-year period after June 3°, 1932 (in¬
cluding cost-of-living bonus after June 3°, 19^8.)
The yearly amount of the retirement allowance is com¬
puted to the nearest integral multiple of 12 cents .
Rhode Island —

"■

'

-.■■■■■!■

■■■ —

(a) an amount equal to 1 2/3# of the member's average
final compensation (average for last five years) multlolled by the number of years of creditable service

-
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(not to exceed 36 years), provided the retirement al¬
lowance shall not exceed 60% of the annual compensa¬
tion of the member at the date of retirement.
Symbols — In the computations the following symbols will
be used: Let R - amount of each contribution
Let n - number of years the contributions are made
Let S
{1%) r accumulations of $1 at V% interest, compounded
"n-!
annually, after n years
Let K s total accumulations after last payment
Illustration I — A male teacher, age 40 on his last
birthday April 14, 1947, signed his first contract July 1,

1937 and plans to retire at age 60 with an average final com¬
pensation of $2100.
Maine — becomes a member of retirement system August 13,
■

'

1

/

1947.
Yearly Benefit
Prior Service Pension (1/70) (10)
Membership Pension (1/140)
Total accumulations

(20)

($2100)

$300.00

($2100)

300.00

($2821.40) will purchase

annuity (at $84 per $1000) of approximately
Total

Computations
R = $2100 X .05 » $105.

235.20
$835.20

Contribution rate 5$
Interest rate

-
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n - 20
K

105 X 3

105 _^

(3*)

20“|

3

2.021189

(3#)_v 1.429274
2F|
' _

2821.40

^_

3.450463

$1000 at age 60 buys approximately 184 so K buys $235.20

New Hanroshlre — becomes a member of the old system
August 13, 19^7 and transfers to new July 1, 195°•
Yearly Benefit
Creditable Service (1/80)

Computations

(30)

($2100)

$787.50

(these computations were not needed but are put

In as a matter of Interest In order to compare the retirement
allowance a member receives with the amount his own savings
would purchase)

(1947 - 1950) Contribution rate

5$

(1950 - 1967) Contribution rate

6.24#

Interest rate

3#

1947-1950
H = 2100 X
n =

3

K ,

105 X 9

.05 X - 105

(3#)

Tl

105 _

2.021189

3

0.490085

324.54

K = 324.54
Let x = K at compound Interest at 3# for 17 years

2.511274

- 84 x = 324.54 (1 / .03 )17
X

s

536.42

1950-1967
R = 2100 X

.0624 - 131.04

324.54 _v

2.511274

(1.03)17_^

0.218233

536,42

^_

2.729507

131.04 _.

2.117403

s_, (3*)_1

1.337691

m

n = 20

7_

2851.60
K s 131.04 X 3
K = 2851.60

m

/_

3.455094

(3^)
2851.60
5-56.42

3388.02
Total accumulated contributions would buy approximately
$285.60 a year.

Vermont — becomes a member August 13, 19^7.
Yearly Benefit
Prior Service Pension (1/70)

(10)

Membership Pension (1/140) (20)
Annuity (1/140) (20) ($2100)

($1800)

($2100)

$257.14
300.00
300.00

$857.14

Computations

(again to show accumulated contributions though

not needed)
Contribution rate 6.81#
Interest rate

3#
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R = 2100 X .0681 - 143.01

143.01 _\

2.155366

n = 20

3

(3$)_,

1.429274

'

__

^_

3.584640

20l
K - 143.01 X S

(356)

20l

3842.70

K - 3842.70
Total accumulated contributions would purchase approximate
ly $319.20 a year.

Connecticut — becomes a member on signing contract
for teaching on July 1, 1937.
Yearly Benefit
Pension (50/100)

($2100)

$1050.00

Computations (again not needed.)
Contribution rate 5$
Interest rate

2 j/^%

R = 2100 X .05 * 105

105 _^ 2.021189

n = 3°

W2 3A^; 1-659869

K = 105 X 3

(2 3/W
^

4798.00 (_ 3.68IO58

K = $4798.00
Total accumulated contributions would purchase approximate¬
ly $403.20 a year.

Massachusetts —- becomes a member on signing contract
for teaching on July 1, 1937*
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Yearly Benefit
Credit January 1, 1946 - June 30, 1967
($45,150 x

$903.00

.02)

Credit July 1, 1937 - December 31, 1945
(17,850 x

357.00

.02)

Additional Allowance
($40,000 X

400.00

.01)

Reduction Factor (1/12) (1/100)

$1660.00
(58) (1660)

80.23

$1579.77
Adjusted to nearest integral multiple of

$1579.80

Computations
January 1, 1946 - June 3°, 1967 --------- 2l£ years
2l£ years X $2100 = $45,150 - total salary for the period
July 1, 1937 - December 31, 19^5 -------- - 8£ years

8£ years X $2100 = $17,850 - total salary for the period
no service prior to July 1, 1937
Reduction factor applied because member will not be 65 until
April 14, 1972 and does not have 40 years of service.
July 1, 1967 - April 14, 1972 (figured to end of April) is

58 full months for reduction.
(this part of computation not needed)
Contribution rate

5$

Interest rate

2>%

-

8?

-

R = 2100 X .05 = 105

105

_^ 2.021189

n s 30

S

(3#)_^ 1.677383

K = 105 X 3

331

0$)

30l
K . $4995.40

3.698572

^225^0^

Total accumulated contributions would purchase approximately
$420.00 a year.

Rhode Island -- becomes a member July 1, 1947.
Yearly Benefit
Service credit (l 2/3#) ($2100) (30)

Computation (not needed)

$1050.00

Contribution rate
Interest rate

Total accumulated contributions

0%

($2100) (.05) (20) - $2100

Discussion of Illustration I — Table IX, which follows,
compares approximately the relationship between the accumu¬
lated contributions of the member and the amount of the
yearly retirement allowance.
The figures of Table IX show the relationship between
the amount of accumulated contributions paid by the member

(1) Figures for determination of the annuity were taken
from a table used in Massachusetts in 1949#
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Table IX
Comparison of Accumulated Contributions
and
Retirement Allowances

Percentage A/B
Approximate

State

(A) Accumulated
Contributions

(b) Retirement
Al]owance

Conn.

$4798.00

$1050.00

2256

Maine

$2821 .*+0

$ 835.20

29%

Mass .

$4995#4o

$1579.80

31*

N. H.

$2851.60

$ 787.50

27%

R. I.

$2100.00

$1050.00

50%

Vt .

$3842.70

$ 857.1*+

22%

and the annual retirement allowance to be received by the
member to be fairly close with the exception of Rhode
Island.

Her allowance is the most generous although not

the highest.

It is understandable that the amount of ac¬

cumulated contributions in Connecticut and Massachusetts
would be higher than in the other New England states because
the systems in those states have been in operation so much
longer but it is surprising to find the percentage in Con¬
necticut a6 low as in Vermont.

If Vermont did not have the

I18OO ceiling on prior service credit the system would give
about the same percentage as in Maine and New Hampshire.

- 89 It must be considered, however,

that the contribution rates

in New Hampshire and Vermont are higher than in the other
states and that the rate in Vermont is higher than in New
Hampshire .
Table X shows how little the member's accumulated con¬
tributions would ourchase without the aid of the state oension funds in comoarlson to the retirement allowance.

Kven

these allowances are pitifully inadequate to enable the re¬
tired teacher to live,

in these days, in the dignified com¬

fort for which she may have hoped.

Table X
Comoarlson of Annuity and Retirement Allowance

State

Annuity Purchasable
with Accumulated
Contributions

Yearly Retirement
Allowance

Conn.

*403.20

$1050.00

Maine

*235.20

* 835.20

Mass .

*420.40

*1579.80

N. H.

*285.60

*

R. I.

*176.40

*1050.00

Vt.

*319.20

* 857.14

787.50

Illustration II — A woman teacher, age 48 on her last

- 90 -

birthday June 15, 1947, signed her first teaching contract
July 1, 1932 and plans to retire at compulsory retirement
age with an average final compensation of $2100.

The total

amount of accumulated contributions has been determined for
this illustration only when needed.
Maine — becomes a member July 1, 1947 - retires 1969total service 37 years - retirement age 70.
Yearly Benefit
Prior Service tension (1/70) (15)
Membership Pension (1/140) (22)

($2100)

$300.00

($2100)

33O.OO

Total accumulated contributions of $3206.40
will purchase

(at $99.84 per $1000) annuity

319.49

Total

$949.49

/

Computations
R = $2100 X

.05 r $105

K r 105 X S_(30)
22

]

K - $3206.40

Contribution rate

50

Interest rate

30

105 _^

2.021189

S

1.484823

(3^) _v
22]

*

3206.40 ,__

_

3.506012

New Hampshire — becomes a member July 1, 1950 but has
paid into the former system for the five years from 19451950 - retires in 1964 at 65 - total service 32 years

- 91 Yearly Benefit
Creditable Service (1/80) (32)

($2100)

$840.00

Vermont — becomes a member July 1, 1947 - retires In
1969 at age 70 - total service 37 years but total creditable
service only 35 years, the maximum amount acceptable in Vermont.

Yearly Benefit

Prior Service Pension (1/70) (13)

($1800)

$33^*27

33O.OO

Membership Pension (1/140) (22) ($2100)
Annuity (l/l40) (22)

($2100)

33O.OO
Total

$99^.27

1

Connecticut — becomes a member July 1, 1932 - retires
in 1969 at age 70 with 37 years of service.
Yearly Benefit
Pension (57/100) ($2100)

$1197.00

Massachusetts -- becomes a member July 1, 1932 - re¬
tires in 1969 at age 70 - total service 37 years.
Yearly Benefit
Credit for period after January 1, 19^6

($49,350) (*02)

$987.00

-
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Credit for period from July 1,
1945

($17,850)

I937 - Dec.31,

357.00

(.02)

Credit for 5 years prior to July 1,

1937

210.00

($2100) (.02) (5)
Credit for (.01)

($40,000)

400.00

$195^.00
Adjusted so that retirement allowance does
not exceed 80# of average final conmensation

$1680.00

Computations
January 1,
23£ x $2100

1946 - June 3°, 1969 ---------- 23^ years
#49,350 or total salary for period

July 1, 1937 - December 1, 1945 --------- - 8£ years
8^ X $2100

$17,850 or total salary for period

Average salary for last 5 years preceding July 1, 1937 $2100

Rhode Island — becomes a member July 1, 1947 - retires
July 1, 1969 at age 70 with total service of 37 years but
only 36 years creditable.
Yearly Benefit
(1 2/3#)

(36) (&2100)

11260.00

Discussion of Illustration II — Little discussion is

- 93 necessary for this example.

In using a woman's salary in¬

stead of a man's it required the use of the annuity figure
for a woman from the experience table in computing the mem¬
bership annuity in Maine.

The illustration shows also the

compulsory retirement age in New Hampshire at 65 with the
other New England states using 70.

In Rhode Island and Ver¬

mont the limitation on the number of years of creditable
service restricted her to 36 years in the former and 35 In
the latter.
Illustration III — A man teacher, age 44 on his last
birthday May 1, 1950,

signed his first teaching contract

July 1, 1935 and must retire July 1, 1955 because of disa¬
bility with an average final compensation of $2500.
Maine — becomes a member July 1, 194?.
Yearly Benefit
(90$)

(1/70) ($2500)

(20)

$642.85

New Hampshire — becomes a member of the former system
July 1, 1947 and transfers to the new system July 1, 195°
Yearly Benefit
(90$) (20/80) ($2500)

$562.50

But, under the law in New Hampshire the minimum annuity is

25# of average final compensations so he receives $625.00

-
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Vermont — becomes a member July 1, 1947 with 12 years
of prior service credit.
Yearly Benefit
Prior Service Pension

(9/10) (1/70) ($1800) (12)

$277.71

Membership Pension
(9/10)

(1/140) ($2500) (8)

128.57

Accumulated Contributions of $1529.50
will purchase approximately

110.71

Total

Computations

$516.99

Contribution rate 6.88#
Interest rate

H = 2500 X .0688 = 172.00
K

172 X 3

(3*)

K = 1529.50

172 _^
S

nri

1529.50

(3#)

3$

2.235528

v

>

0.949016

^_

3.184544

_

rate for annuity approximately $72.36 per $1000

Connecticut — becomes a member July 1, 1935
Yearly Benefit
(1/70) ($2500) (20)

$714.28

Massachusetts -- becomes a member July 1, 1935 - his

- 95 allowance will be the same as though he had retired at age
55 with 20 years of service.
Yearly Benefit
Credit for service after January 1,
($23,750)

1946

$475.00

(.02)

Credit for service July 1, 1937 - December
31,

1945

($21,250)

425.00

(.02)

Credit for 2 years prior to July 1, 1937

100.00

($2500) (.02) (2)
Credit for first $40,000 since July 1, 1914
(1/100)

($40,000)

400.00
_
$1400.00

To adjust to the nearest integral multiple of
12 cents

$1400.04

Computations
January 1, 1946 - July 1, 1955 --------- 9i years
94 years times $2500

$23,750 - total salary for period

July 1, 1937 - December Jl, 1945 --------

Qi years times $2500

years

$21,250 - total salary for period

Rhode Island — becomes a member July 1,

19^7.

Yearly Benefit
(90/100)

(20) (1 2/3$)

($2500)

$750.00
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But, since he has had 20 years of service the disability al¬
lowance cannot be less than

$800.00

Discussion of Illustration III — It is encouraging to
see that Maine, New Hampshire, and Rhode Island have set a
minimum amount which can be re id for a disability retirement
r

allowance .

In Maine and New Hampshire the amount must be

2$% of the average final compensation so in this illustra¬
tion it was necessary to increase the yearly benefit figured
for the retiree in New Hampshire while in Maine the amount
figured was sufficient to cover.

In Rhode Island the year¬

ly benefit as figured had to be increased because the retir¬
ee had given twenty years of service which called for a min¬
imum of $800 a year.

,

Massachusetts gives extra credit to a member retiring
for disability in that the reduction factor for retirement
under 65 need not be applied.

In Connecticut the amount is

figured on a base rate of 1/70 of the average final compen¬
sation times the number of years of service.

This method

would give the retiring member at least 25% of his average
final compensation unless he had less than eighteen years of
creditable service.

Although the contribution rate in Ver¬

mont is higher at all age levels except twenty,

in which

New Hampshire is higher, the disability retirement allowance

- 97 Is the lowest and is not protected by a minimum.
Illustration IV — A woman teacher, signed her first
contract at a salary of $1000 a year July 1,

1920 - taught

in Massachusetts until July 1, 1962, except for two years
from July 1, 1925- July 1, 192?.

She withdrew her accumu¬

lated contributions at this time and did not return them
when she resumed teaching.

3he was 24 years old on January

17, 1920.
Table XI — Table XI gives her salary scale for her
years of teaching.

Her salary total is so much over $40,000

it is not necessary to consider the fact that the 1933-34
and 193^-35 salaries are over $2000 and that she did not
pay her

deduction on the salary over $2600 in the years

from 1942-44 when figuring for item 4.

In 1935-36 and in

1937-38 she had a 10# cut in salary and in 1936-37 a 20#
cut.

However,

in figuring her average salary prior to

July 1, 1937 for five years for item 3 and her total salary
from July 1, 1937 - December Jl,
ries are counted as $2200.

19^5 In item 2 these sala¬

For item 2 the excess over $2600

for years 1942-44 cannot be counted but for the year 194445 and the half of year 1945-46 to December Jl, 19^5 It is
counted because she paid the 5$ deduction on the excess.
In the year 1946-47 $100 of her salary is a cost-of-living
bonus which cannot be counted and in 1947-48 $100 is a costof-living bonus and $100 is pay for extra work but neither
can be counted.

However, in 1948-49 she receives the same

- 98 Table XI
Salary Schedule

1920-21

$1000

1942-43

$2700

1921-22

1000

1943-44

2800

1922-23

1100

1944-45

2900

1923-24

1200

1945-46

3000

1924-25

1200

1946-47

3200

1927-28

1300

1947-48

3300

1928-29

1400

1948-49

3300

1929-30

1500

1949-50

3200

1930-31

1700

1950-51

3300

1931-32

1800

1951-52

3400

1932-33

1900

1952-53

3400

1933-3^

2100

1953-5^

3500

1934-35

2200

1954-55

3600

1935-36

1980

1955-56

3700

1936-37

1760

1956-57

3700

1937-38

1980

1957-58

3800

1938-39

2200

1958-59

3900

1939-40

2300

1959-60

4000

1940-41

2500

1960-61

4000

1941-42

2600

1961-62

4000

salary and the &100 cost-of-living bonus can be counted.

No

- 99 reduction factor is necessary because she is 66 when she re¬
tires.

Her average final coranensation is $39^0 of which 80$

is #3152.

Since her retirement allowance is less than that

no adjustment is made .
Yearly Benefit
Item 1.

Credit for service after January

1, 19^6
Item 2.

($58,400)

Credit for service July 1,

December 31, 1945
Item 3.
1937
Item 4.

$1168.00

(.02)

($21,400)

1937 (.02)

428.00

Credit for service before July 1,
($2120) ( .02) (10)
($40,000)

(.01)

424.00
400.00

$2420.00
Adjusted to the hearest integral multiple of

12 cents

$2420.04

CHAPTER XII
CONCLUSION

CHAPTER XII
CONCLUSION

WHAT ARE THE CRITERIA FOR A SOUND RETIREMENT SYSTEM?

In addition to attempting to answer the above question
this chanter will answer another closely related question do the systems of the six New England states satisfy these
criteria?
A good retirement plan must be within the means of both
employer and employee and should have those provisions which
will do the most good for the most people.

Unless stated

otherwise, the author considers that the retirement systems
for teachers in the six New England states satisfy the re¬
quirements set forth.
Tyne of Plan — The retirement system should be a Jointcontributory reserve plan in which individual accounts are
kept for the contributions of each teacher with interest
compounded at least annually.

A Joint-contributory plan is

in the nature of a contract between the state and the tea¬
cher and both are members of the system.
certain obligations toward the teacher.

Thus the state has
A nension is a

gift from the state in which the teacher is merely a recipi¬
ent and the state may stop payments at any time.
A Joint-contributory system should be on a reserve bas3s because the future cost can be figured by an actuary and
spread more evenly over the years .

On the pay-as-you-go

basis (which is used in Connecticut) there may be a call
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for extra funds In a lean year and, often, this method is
more expensive in the long run.
Since a reserve plan requires investment of the reserve
funds, the retirement law should provide for an investment
committee or else should delegate the authority to the Re¬
tirement Board and should specify the types of bonds in
which the surplus cash may be invested.
Compulsory Membership — Membership should be compul¬
sory for all teachers not, as in the systems of the New Eng¬
land states,

Just for those who start teaching in the state

after the retirement law has gone into effect.

It is a

means of saving for the future and, as is shown in Chapter
XI, even though a teacher may save the same amount of money
in a bank it will not purchase as much security as it will
when it is increased by the state’s pension or share.
Eligibility — All school personnel should be eligible
for membership which is not the case in the New England states
as shown by Table I.

However, those employees, such as sec¬

retaries and custodians, who are eligible for membership in
Social Security under the new Federal Social Security Act
should be gi^en their choice.
Contributions — Annual contributions should be on the
basis of a flat rate of 5$ rather than based on the actuar¬
ial tables as in Vermont end New Hampshire.

In some cases

the high rates for the older teachers in these two states
have created a hardship.

The contributions should be de-

- 103 ducted at the source and sent by the individual school dis¬
tricts to the State Retirement Board or other receiving
agency.

The deductions should be based on total salary,

cluding cost-of-living bonuses and pay for extra work.
1®

in¬
This

true throughout the New England states as shown by

Table II.
Prior Service Credit — The state should provide for
prior service credit because the teacher who is at middle
age when the retirement law is passed does not have time to
accumulate a large reserve before reaching retirement age.
But he has given the state these years of service which
should be given recognition.
Out-of-State Service — The migratory teacher should
be safe-guarded to a greater extent than he is at present
in any of the New England states .

When a teacher leaves a

state he is generally oaid his accumulated contributions in
a lunro sum and often part of it is spent before he is ready
to purchase credit in his new position.

A sound plan would

be to require the accumulated contributions to remain, at
interest, until such time as the teacher withdraws from tea¬
ching and at that time purchase for him an annuity.

Thus he

would receive an annuity from each retirement system to
which he had belonged.
Retirement Qualifications — Since many teachers have
seen service in more than one state a minimum age at which
he is eligible to retire, unless retirement is for diability,

should "be the requirement regardless of length of service.
The benefit to be received should be graded to provide for
the period of service.

Voluntary retirement should be at

age 55, as in Massachusetts, and compulsory retirement at
age 65, as it will be in New Hampshire in 1956.

Maine,

Massachusetts, New Hampshire, and Vermont do not have a re¬
quirement regarding the number of years of service but Con¬
necticut and Rhode Island do as shown by Table VI.

Compul¬

sory retirement should take Place at the end of the school
year in which the retirement age is reached not, as in Mass¬
achusetts, at the end of the month in which the birthday
occurs.

With the increase in tempo of modern living today's

teacher is under more pressure than he was twenty or even
ten years ago and consequently his chances of being physic¬
ally and mentally able to cope with the public school situ¬
ation in a capable manner until he is seventy are lessened.
Disability retirements should guarantee a minimum of
25$ of the average final compensation to a member who is
permanently disabled provided the retiree has ten years of
membership service.

Vermont's law is inadequate in this

respect as it does not promise even this minimum.
Withdrawal from 3ervice — A sound retirement system
should return the teacher's entire accumulated contributions
if he withdraws from teaching or dies before reaching retire¬
ment age.

Since a retirement plan is similar to a savings

account, except that funds cannot be withdrawn while a mem-
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is in Vermont and Maine by the retainment of part of the
interest by the state.
He instatement — A member who returns to the system
should lose his prior service credit unless he was on leave
of absence granted by the School Board or was In military
service.
Administration — The administration of a retirement
system should be placed in a Retirement Board established
for the ourpose.

Usually this is composed of state offi¬

cials and teachers who are members of the system.

A good

Board consists of five members, - the Commissioner of Educa¬
tion, the State Treasurer, the Commissioner of Banking, and
two teachers .
Potions — The retirement allowance should be payable
in at least three optional ways to fit the retiree's per¬
sonal situation, namely - 1) a straight life annuity with
no refund, 2) an annuity with refund of any balance of the
accumulated contributions payable to a beneficiary or to
the annuitant's estate, and 3) a two-name annuity so that
payments continue after the member's death for the life of
his beneficiary.
Conclusion — The details of retirement laws are compli¬
cated but an attempt has been made to select the salient
points for discussion in this paper.

The objectives of a

teacher retirement system are three-fold:- l) to improve
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the schools by attracting and retaining good teachers, 2)
to eliminate aged and disabled teachers whose usefulness to
the schools is gone, and 3) to provide security for the
teacher after his earning capacity is gone.

Although im¬

provements doubtless could be made in the retirement systems
for teachers in the New England States, as a whole they em¬
body the most essential requirements selected in this paper
for a good retirement system.
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